
which!Again, si .me of the loans seem to my mind to be greatly this bank, that he confine his loans to the community.in
excessive. I do nut find anything in the laws of banks of he is doing business; that he not grant such large lines of

iiltsi'iilllll 'iilil ili'iifiuit limitttirr fMi .ii.i.i.mf .F .tli.i tn I'.. . . I . t t. . .
1 i' ' ii .an wiui. i man m i reiur 10 jieopic to wnom ne is mcieutea tor some ot his larger(stockholders and probably a large loan to a responsible person deposits. I should criticise severely his loam to himself,could nut he conMilered excessive, but under the law regarding fami, an,j inimediate relatives and should insist that thev bebanks. Sec 276 of the Compiled Laws, later(savings be.ng a takcn ont of thc ,,ank or reduced considerably at any me.'aw than the one ,n winch tins bank was incorporated it is j fi, tIl;it his n,(lthel, Mrs. L. B. Snlith owes' ? his

vwlcn, that the egislature thought that shouldno one person Q ,r Smi , $6o2o.6o d nVesamount5
le permitted to borrow money exceeding ten per cent of the , . I$,OOO0- - a 4500.oo note be.ng in the loans at the date ofcapital stock act nail v paid in. While I stated that probably that
law does no. io this TIc.xaT,at,0In a'U ,tfr note f h's f,or '.ikeT an,0unt cr'wv bank, yet it is manifest that some of

i.ho loans are excessive and they apparently have no security, j"1''1 V" ?as!,fan' "''f wf ,,lto te loans January loth.

Again i. is apparent that there has been considerable' f' "J? T S"d 1 d n th"

i".lTv regarding the amount of cash on hand and in thC,,,K'' Tar? df,,?Ue lo.ans- -

McDonald's Record
He Makes It An Issue The Republicans Accept His

Issue With Pleasure There are Volumes of It
The Long Crooked Trail Which Forms

--M cDOiNA L D ' S R E C O R D-- bank. The individual deposits and certificates of deposit1 "1S'St u,at Uie overdrafts be kept down, 1 think
amount to over $170,000.00; bills payable $42,000.00: Cash- - t'lc 'lst n overlrafts which are made a part of this, report can
ier's checks, 00; this runs thc 'amount of indebtedness ''e C""W',C1 'nlt 40 of a bank's capital in overdrafts should
tli-- i' im 1u. ;,i.ti...i; .. (.!,. 1. ..1 :.t 11 not bp toleralerl.""'""'iin 11 11 iiiiiuvu 1 01 imiiii a"i v over .700, -- .

j 000.00. and yet the report shows that there is really not over1 'he Court Costs, Interest Paid and Expenses Accounts
1S4.ono.oo cash to pay these claims. jarc in excess of the profits $1370.90. this is caused by not

I do not care to further discuss the report as you can by: charging the December expenses until after the first of
a casual personal disclose far more than I have suggested, but .January, thereby making a better statement Dec. 31, 1913.
r 1I1. believe that it is in the interest of all of the creditors of. flie aeo.urt with the Tovah Valley Hank, Balmorhea,

,t he hirst Mae Rank ot Las Cruces that the Traveling Auditor Texas is carried at $U-?-3- . this account was opened Feb.
should un.ned.ately take such steps as are required to compel , t, lnT V witll a ,sit of $q; - ,,,. ,,;ls t)t d, d ;
them to make good the impairment of the en nil.a stock of the ., . . .. . ... ...' Las ('nice- -

' "ie P:lst excepting tnc interest credits and a charge ot.ink. collect or charge off a large part of their '
. . . . S ' ,no.OO oV T 3. HI ! tin rlinroc elm isnotes and red

,n ,llu-- ' r:,s" tlierelw the cash hand Dec.T hone that Thavr not n,-,,-!,- i ,,rt ;..;,.i;....., ,.r showing on
' ' V X. .. ......... v.- - I 11 " .1 IIIV .1 . ' H II' 'II I I

t o 1 3 , to better advantage.any oilier person ,n personally addressing this letter to von.
f feel that this matter or any matters of this character is of account with the First State Bank. Tucumcari,

an account with defunct bank.such serious importance to the neon e that if should bp mil..,!. 10022. is f am in a post

It is Found in Connection with the First State Bank of Las Cruces, the
Reform School at Springer, the State Land Leases in Which He

Is Personally Interested, His Pardons at the Penitentiary, His
Manipulation of County Road Boards, His Expenditure of

Contingent Expense Funds, His Conversion of the Sheep
Sanitary Board Into a Political Machine, Why He

Vetoed Certain Bills, Why He Made Some Ap-

pointmentsare all in the Record-- in the Pub-
lic Record and Private Files and HeCan Have
As Much of His Record as He Desires-Ma- ny

of the Traveling Auditor's Re-

ports are "Not Available"--bu- t There
Is Plenty Left-Ple- nty of

M c DO NALD'S RECORD

immediately to the attention of the Chief F.xecutive of the ,'n l" 'ni,w that this hank will not pay over 30 per cent to
Slate. Tt is apparent to me at least that the I.as 's ' 'editors if this claim of thc Las Cruces bank is a just one,
Cruces Bank is being exploited in the same man- - ' Wl" sav ",at tne Receiver of the I '"irst State Bank, Tucum-n- er

exactly as was the First State Bank of Tuc- - t'ar'- - 's s"ing this bank for approximately $17000.00, that I
umcari, and being a stronger institution and being f'mil.v believe that a judgment will be obtained against this
located in the field of exploitation longer than the Tucum- - '''''" f"r "'"'nt $10000.00. if this should occur this asset
cari bank, but it is evident that unless some drastic measures "f ,nc T as Cruces bank will be cancelled and they will have
are taken that it will run the same course ultimately as did the an additional liability of S 10000.00 and in such event the
Tucumcari bank with far more disastrous results. jbank will lie insolvent.

I have great confidence in Mr. McCartys report as T doj The atT0UIlt wilh tlle First Trilst and Savings Bank",not hesitate to say that he is one of the mot competent ac-l- -r ,ii.i i. i,,i . -
icountants with whom I ever had anv dealings, ' all who'

' ' "r '"- - -- "' "I
know him certifv in t,! ,hMt,. wA. 1": . J:. : .. count ,s 4"XIH?,,SC '""'rred m ohtammg a character for a Trust

T hope that yon will not consider nr prcsum ,!.. in run I" 1 TT 71 T ' " T'?the President of the First State Bank of Las Cruces subscril J wa-- ' 1!?j er directly before ui, as f feel th,tl f .. Tel.0, tl'fl3 'A,? "5
you snouid Know the condition at once. ' l""llu"" " ,,1IIU. "I""c"ii vmj, tored for and held tvcnty-fi- e shares of stock of the First Stale

Doping to hear from you regarding this matter and with !thartrnl out Nov- - 22' Ir)I--
? a,ul 1 sou'd insist that some dis"

i. ;, ,.i.. i i t.. t i position should be made of it immediately.

governor Mcdonald's denial
does not square with his

own letter, the rec-
ord, or the testimony

.M...I. SI jii--
i i iii.ii legarus, i neg to remain.

Very truly yours.
RF.F.D nOLLOM.T

REPORT OF J. W. McCART Y

Bank of Tucumcari; one Fay Sperry also held stock in the
First State Hank of Tucumcari. When these parties ascer-

tained that (he First State Bank of Tucumcari was not a pay-lin- g

institution they forced Hugh Swift to take up their stock
jaud be paid or directed that the parties be paid for their stock
out of the niiinev held at I.as Cruces belonging to the First

.Stale Bank i.f Tucumcari. Also Swift's personal note of
jSm.ooo.on was paid out of funds of the First State Bank of

The cash is as follows :

Currency
Gold

j Silver
Cash Items

jXotc T. R. II. Smith'' Charge slip on Balmorhea, Tex.

$166.00
165.00

1093-i-

1288.35
4500.00
2500.00

OF HIS ADVISERS AND

AUDITORS.
Tucumcari, T M.

Tanuary 12,ucumcari held at I.as Cnieev none nf thit ilmm l.i- 1i
directi. .n of or with thc knowledge of Ihe Board of Directors! TrW1'" Karnest' Es(l- -

Praveling Auditor and Bank Examiner,'of the I'irst State Bank of Tucumcari.
Ill his keynote lcech at the oDCllitlt'" f the' Subserntentlv I filed a suit on' behalf of the Receiver Santa Fe. N. M. $11312.50

In the cash items of $1288.35 is a check for $452.00
paid by the hank for a saloon license which the Cashier ad--

Democratic Slate Convention Governor W. C.,a"':ii,M t,K' l ir';t Slatc r5ai,k of Las Cn,ccs recover the sumrs':
Tl,.l ,...,..1,1 l.-- i,,. r..n : (, i. 4.J which we claim to be illegally paid on the personal account of! As requested hv you. I made an examination of the

An investigation convinces me that the law was con-- j First State Bank of Las Cruces. Las Cruces, N. IVL, Tanuary
'

v'ses "ie was necessary to protect their interest. This itemthe defunct First State liank, of T.as Cruces. should be taken out of the cash..m-i- e mat uie rirsi Male nank ot I.as Cruces had no author-- 1 10. 1914.
ity whaiewr to pav the personal indebtedness of anv person b'ollowinrr is fi (.itpnipn- n( ronriairvn sf ti.ic Ko, t at I made a list of the outstanding Certificates of deposit"Much has heen said ahout the failure of the

1.':.. . n i.r . -
. 1 11

ul ..f the funds beloni; ing to the I'irst State Bank of Tticuni-ith- e close of business Tanuary 9. 1914.
!.ssetsx Jim rt ue i .i k 01 i.as truces. ivecKless can

statements have heeu made regardless of the

and Cashier checks and these accounts are in balance and the

j lists are made a part of this report and enclosed herein.

$191490.99 There is outstanding $42000.00 bills payable of this banlc

j2206.no' which are issued to the following:

.t the ia-- l term ot court 1.11. K. .Smith was indicted
.v the Grand Jury at Tucumcari, for embezzlement and for

r.oan.s & Discounts
Overdraftstruth chariniu that this was a political hank;

Mispiracy to emhezzle. and its allorncvs filed a enuest with r :. it-- ,1 WA V I WAS XKGUGKNT AhTKK HAY
XG KXOWX THAT Til K HANK WAS IX

'the curt asking I, ,r the right to examine the hooks of the First a"" "Nt"reS
i.'.t.. ,.r 'I'n, 11111, -i- t-i ,1,.,, ,. ...1 .1... Ical Fstate

,''- - ......... . u iv. (i j j 1 w n. u nan 1 ui. ujiKii- -

SOl.YF.NT That this bank was ever used 'i"" ",;"1'' ;L i,arl "' l'"nrt "nk'1' tliat w-- should have the1 ,ourt CORts

jriiht at any tune to examine the b..i ,ks of the First State Bank xPcnsf'for the benefit of the Democratic party, I chal-
lenge anyone to prove, and I DENY AS AB- -

of Las Cruces. This was not only made a condition by thenlt'rt'st a''
court but was Io in oui-i- t nnut liv ntinHiws ,,f T 11 l'ex. Bank it Tr. I'o. Fl Paso.

Tex.

6723.75 1 lager W. N. $25000.00. Amount of notes pledged as
10000.00 collateral $35056.56.

50.05; Tex. Bank & Tr. Co. El Paso toooo.oo. Amount of notes

752.93 pledged as collateral $15168.48.
600.52; City Natl. Bank El Paso $7000.00, Amount of note as

310.51 collateral $10724.82.
03-Q- i The actual cash and sight exchange is alout $10193.00

3428.721 which makes this bank's reserve about 7A.
10022.86; Conservative estimate of losses:

323.25 Loss in Loans and Discounts, $16000.00
2128.73; (tfe loss in account with First State Bank. Tucumcari,

I '312.50, nut considering suit ofRecciver, 6000.00
The Surplus is impaired $1644.20, expenses in excess

249594-7,o- f earnings. Considering the aliove. I would suggest cal-jli- ng

a special session of the Board of Directors and levy an

,on,.n
'
assessment of 75 on the Capital Stock. I am sure that there

SOLUTELY FALSE THE STATEMENT R Smith' president of (he Las Cruces Bank. A couple of Citv Natl. Bank

THAT I EVER KNEW AT ANY TIME'wwks ri"' T lr- - J- W. McCarty appointed by Judge Lieb Toyah rallev Bank, Balmorhea,'
PRIOR TO THE CLOSING OF THE1 '" l'xaniilR' 1,K' '"'"' " lhc t'mces Bank. He went to! First State Bank, Tucumcari,

'';ls ( riUL' :in' proceeded to make the examination, but the! "RAMkT TUAT IT WAQ IM AM 'NSOLV-- , First Tr. & Savgs.
officials of the bank refused to permit him to have access to Collection Acct.FMT rnvn.T IUIN. Ihe records and reports certain books which he desired. I took the matter up with'cash

are available for the proof of the truthfulness 1J'";in,L't :m(1 ,R' consented to deputize Mr. McCarty to make'
of this Statement." "lc investi;;i,ion provided Judge Licb requested him to do so. jTota

Judge Lieb bv wire requested Mr. F.rnest to make appoint-VVHA- T

GOVERNOR McDONALD'S OWN ,11cnt- - AIr- proceeded to make the examination. Liabilities.

LETTER SHOWS.' '.'"" (',ic,"sin5s I'erewith a copy of the report made by Mr. Mc- - Capital
;Carty to Mr. F.rnest. I obtained an order of thc court on be- - Surplus

Oil the 15th dav of January, 1914, lion. ,K,,f "l t,,c driver requiring Mr. McCarty to turn over to' Ciulividcd profits
Keed llnllonian addressed the following let- - ,eiv('r ,lis 'l'-'- "f 'js investigation; that was done as rt. niscotint

' ,Alr- requested that thc reiwrt not be divulged to anvir- -

ter and a c,,y oi the following report to Gov.'-rs..,- , unless order '' h ""c
by of the enri. Mr. McCartv does .mV , -

McDonald. Doth the letter and the report 1:n"w t,,al 1 atn sending 'vmi this copy, as T am doin- - it on myi
' ,1(")Ositors

show cmchisivclv that the First State "w" Vf,,i!inn- cr. depos.t

are other losses in the loans which will show up when' these
3000.00

loans are examined in connection with the Board of Direc- -i

tors.
43-3-

I2VIT
Respectfully submitted,

J. w. Mccarty.
Examiner.

6.05
1 360 16.79

:?44o7-9-

341 3SlMcDONALD'S LETTER TO HOLLOMANml: was then insolvent. That the letter ' " ' " T mn w"! llw .J
42000.00. .i.ue i.anKoi i ucumcari, as Kcccivit. has a verv '.""and report were received by the governor and vital interest in the condition of the First State Rank of Las; "Santa Fe, N. M., January 19, 1914.

$249504-78- Mv dear Judge -nvev. nil 11 sp Unit inn hv hmi IS shown bv nu'cs, tor il we are successful m obtaining iudgment which; total
of the same written on ucexl,cct l" ,,e. we desire that we be able to collect the same.his acknowledgment

! I have yours of the 15th, which I have read over care- -

the l'lh d'iv of I'lliuarv 1914 ten months be ,','n' ,1,at a l101"1-'- 'r- - McCarty's icport will show N"t having the authority to convene the Board of Direc-- j fully, also the rein.rt of the bank that you sent me. I quite

t . ...' e' i 1 1,1 ii yi.M.is.n ,, uimiin 11 m I..IUU 01 i.as i ruces is at tins tors, i uau no way ot arriving at tne actual value oi an inejweil understand the importance ot this case and have alreadyl'" 1 "u ' 111 ' l,u '"oiiv uibiu, u imii .t iso nine practically in an insolvent condition. Not only !S it m!,,'a- - and this report is based on my own actual knowledge of, taken it up. with the Traveling Auditor. Some action will
follow - and both of which letters were offered1" '"solvent condition, but it seems to be run for the interest oK. assets. be 'taken very shortly toward an adjustment that will put. ' . . .. .(if fclll- 'I imriolli: .IIJ1 Mtli.l" mno.,. ...1,,.... - - 1.1 1 t ('. 1 11.1.IT evidence and made a pari Ot the records : " IM- - '" 1 'resident There are numerous excessive loans; Following is a list me nank-- m oetter snae. n it is

. possmie to accompnsn tnat
of that Bank. T. II. R. v v m

of notes which T would suggest be reduced within the next !nrxsc. I assure you 1 appreciate your tull statement otSmith and his immediate fami! v.

Mr. McCartv's report shows that T. II. R. Smith oup
hirst State Bank waswhen the failure of the

under investigation. the bank at Las Cruces over $6,000.00. T have made consid- -

uie case, as it gives me a oetter understanding man 1 nave
'ever had before. This matter has been up for some time
'and I hope for a satisfactory solution or arrangement very
shortly.

Sincerely yours,
: W. C. McDonald.

Governor.'

HOLLOMAN'S LETTER TO McDONALD ni as to the financial responsil,i!i,y of Mr.
Sunt!) f..r the reason that be owes the Tucumcari hair.: more

Dc"'.'-- doiiriioi McDonald: (ban $2,600. My information that has leen furnished me... . ... 1.1 iii!. ..-.- . ,
I am f t. u the privilege ot wndng von reiran hnir the r"1"1" m'"ui ne 111 a position 10 Know, convinces me

sixty days :

(Clary Hugh $3750.00
Llewellyn M. O. 7000.00
Norwood L. M. 5000.00
Sperry Fay 12470.51
Smith L. B. 4150.00

6020.60
Smith T. R. TT. 9000.00'

jTankersley F. M. 5000.00
Thompson M. B. 4000.00

..... . .

condition of tin Firs State Bank of Las Cruces. In order ,1C "nU's arc nnt wrtli the paper 011 which ihev are!'
written. Again thc President of the Las Cruces Bank, T. II.Nl1lthj C. H. II.that you will noi feel that I am presiunntotis in doing this. I MR. EARNEST'S TESTIMONYT c..:.!. . - .1is indchtf.that mv letter to Vo -- rows out of a contro-- , ,v' uirecny an.i indirectly as endorser, in

wwii R..me P Donohoo. Receiver of lhe:,,,e sni" of ',vir rt 'w Ts Cnices pNink. airf he is
beg leave to st.to-vers-

existing b Governor McDonald's Traveling Auditor, Howell Earnest
testified at the investigation in part as follows:ucumcari and the First Slate Bank of!'. ' ",l ' V"1K 01 mciu.ling;

interest, court costs and all liability on certain notes in the
First State Bank of
Las Cruces. Tl.rt f. .11. t rzi 11 tttA ,,,i11,,fil.lA ,k1 f : I... TT .11 f r

;sum of over $10.1x10.00 I - llv '""o."(S lioiss nn. ua ami imiivui.i.iii'iv ii,.i .i"U"i I t .'lieMIUI l UV .AllUOieV nOHOlIKUl ailSWCrS OV alT.l nave information that he is in , , , r, t T ' '' m ( Mober 2nd the First State Bank of Tiirnmr.-ir- i clos.
litigation at Muskogee. Oklahoma, with some person claim-- , Tc-- ,

earnest,.
$7000.00; ( Now, then you did go to Iis Cruces in January. i9,4?ing judgment for SSo.ooo and that there is a probability ofUnh

bis n; S.L, .,,.1 :t i, ,. Z hlenefee C, N. & Hugh Swift- - . 5000.00! es, sir. January 30th.
e its d'Hirs. It was absolutely insolvent and practically all
its resources had been dissipated, Mr. Donohoo was appoint- -

el by Judge Lieb as Receiver and I was employed by !uni,tl)c nhwm likci;,,c in that ca,e )C wil pl,1y!Eva"s Geo' W"
--
Tn

.
100000 ?' ,What T 'Ur PUrpOSC in fin thre?

as attorney, and have acted m that capacity since that tune. ' , , . ., " .111 . ,1 I tor the purpose ascertaining, if possible.T "f 1 '"'' 1

,e1ol,mv,nff "U' are do,,btful and can' "iifon of the bank, the condition of theAn invesiigation of the two banks show me conclusively that 'T "7 - paper as shown
the original capital paid in for the First State Bank of Tucum-- i ""certainty ot jot W collected m full and that the loss on them will be at ,,,., ,:.e c .mbincl report of the two examinations, the examina--
cari was really not paid into the bank at Tucumcari but that - Thf ''T ,S,an abso)ute TvT,ol,at,on of. the State laws; least 50. , .ions made bv Mr. Wooters n.1 Mr. McCarty.
the First State Bank of Las Cruces rave the First State Bank' ' """" T.l,1c TQrrl- - .unaer our ,aw Sectlon 2S3 Miller T. P. $1000.00; O. The Grvernor went with ..?11 . 1At (ha I sm t 1 art I r

O020.60 Ves, sir, he was there.of Tucumcari credit for the amount- - beinir about $16,000.00.' ' . . w: l"e. couective.y can not Smith C. H. II. total
,e mnentert to the lank either as personal security other- -t c-- r. . r- - i . rs- - . c. . r. . or ' . Did the Governor often go with you in investigatingthe Loans and Discounts are at least ii,e"j,a-iks- ? Iinugn m. wno was t,.e 1 recent o, t ie r.rst tate uaracj wise trt an mmmt exceedi $I2(0oo.oo. and we would see The losses

ot tucumcari, gave nis personal notes to the Mrst Mate from theBank( report that th to the bank in more, $16000.00. A. No. sir. I Ys

Q. Is that the only time he ever did?Ot Las truces m me sum ot $10,000.00. 1. H. K. bmith,; than twice that amount I would suggest to Mr. T. R. H. Smith, the president of


